IAC 12/17/86, 11/5/97 Revenue[701] Ch 80, p.9

80.6(2) Prior approval. Only upon enactment of a partial property tax exemption ordinance in ac-
cordance with lowa Code section 427B.1 may a city council or board of supervisors enact a prior ap-
proval ordinance for pending individual projects in accordance with lowa Code section 427B.4. To
obtain prior approval for a project, a property owner’s proposal must be approved by a specific ordi-
nance addressing the proposal and passed by the city council or board of supervisors. The origine
ordinance providing for the partial exemption does not constitute the granting of prior approval for a
project. Also, prior approval for a project can only be granted by ordinance of the city council or board
of supervisors; an official or representative of a city or county does not have the independent authority
to grant prior approval for a project. If a taxpayer has obtained a prior approval ordinance from a city
council or board of supervisors, the partial exemption cannot be obtained until the year in which all
value added for the project is first assessed. (1980 O.A.G. 639)

80.6(3) Repeal of ordinanceA new construction project having received prior approval for ex-
emption in accordance with subrule 80.6(2) shall be granted such exemption upon completion of the
project even if the city council or board of supervisors subsequently repeals the ordinance passed i
accordance with lowa Code section 427B.1. (1980 O.A.G. 639)

80.6(4) Annexation of property previously granted exemptidrpartial property tax exemption
which has been granted and is in existence shall not be discontinued or disallowedéntiigat the
property upon which such exemption has been previously granted is located in an area which is subse
guently annexed by a city or becomes subject to the jurisdictionafray in which an ordinance has
not been passed by the city council or county board of supervisors allowing such exemptions within
that jurisdiction. The existing exemption shall continue until its expiration.

80.6(5) Eligibility for exemption.

a. The value added by new construction or reconstruction and first assessed prior to January 1 o
the calendar year in which an ordinance authorizing a partial property tax exemption becomes effec:
tive, and new machinery and equipment assessed as real estate acquired and utilized prior to January
of the calendar year in which the ordinance or resolution becomes effective, are not eligible for exemp-
tion. However, the value added as of January 1 of the calendar year in which the ordinance become
effective is eligible for exemption if the ordinance is in effect prior to February 1 of that calendar year
and if all other eligibility and application requirements are satisfied.

ExampLE 1: A $1,000,000 new construction project on qualifying property is begun in July 1984.
$500,000 invalue of the partially completed project is completed in 1984 and first assessed as of Janu-
ary 1, 1985. The project is completed in 1985 adding an additional value of $500,000 which is first
assessed as @dnuary 1, 1986, bringing the total assessed value of the completed project to $1,000,00C
as of the January 1, 1986, assessment.

A city ordinance authorizing the partial exemption program is passed and becomes effective Janu-
ary 15, 1987. This project is not eligible for a property tax exemption for any value added as a result of
the new construction project.

ExamPLE 2: Assuming the same factual situation as in Example 1, except that the ordinance autho-
rizing the partial exemption program becomes effectivéamuary 15, 1986, the $500,000 in assessed
valueadded as of the January 1, 1986, assessment is eligible for the partial exemption if an applicatior
is filed with the assessor between January 1 and February 1, 1986, inclusive.

ExampLE 3: Assuming the same factual situation as in Example 1, except that the ordinance autho-
rizing the partial exemption program becomes effective on February 15, 1986. Since the statutory ap.
plicationfiling deadline is February 1, no value added and first assessed as of January 1, 1986, is eligi-
ble for a partial exemption. The project in this example would receive no exemption for any value
added as a result of the new construction.

This subrule does not apply to new construction projects having received prior approval in accor-
dance with subrule 80.6(2).
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b. New machinery and equipment assessed as real estate shall be eligible for partial exemption
only if used primarily in the manufacturing process. For example, computer equipment used primarily
to maintain payroll records would not be eligible for exemption, whereas computer equipment utilized
primarily to control or monitor actual product assembly would be eligible.

c. If any other property tax exemption is granted for the same assessment year for all or any of the
property which has been granted a partial exemption, the partial property tax exemptiondisall be
lowed for the year in which the other exemption is actually received.

d. Only qualifying property is eligible to receive the partial property tax exemption (O.A.G.
81-2-18).

e. A taxpayer cannot receive the partial property tax exemption for industrial machinery or
equipment if the machinery or equipment was previously assessed in the state of lowa. Industrial ma-
chinery and equipment previously used in another state may qualify for the partial exemption if all
criteria for receiving the partial exemption are satisfied.

f.  Industrial machinery and equipment is eligible to receive the partial property tax exemption if
it changes the existing operational status other than by merely maintaining or expanding the existing
operationaktatus. This rule applies whether the machinery and equipment is placed in a new building,
an existing building, or a reconstructed building. If new machinery is used to produce an existing prod-
uct more efficiently or to produce merely a more advanced version of the existing product, the existing
operational status would only be maintained or expanded and the machinery would not be eligible for
the exemption. However, if the new machinery produces a product distinctly different from that cur-
rently produced, the existing operational status has been changed.

80.6(6) Application for exemption.

a. An eligible property owner shall file an application for exemption with the assessor between
January 1 and February 1, inclusive, of the year for which the value added is first assessed for tax pur-
poses. Arapplication cannot be filed if a valid ordinance has not been enacted in accordance with lowa
Codesection 427B.1 (O.A.G. 82-3-5). If an application is not filed by February 1 of the year for which
the value added is first assessed, the taxpayer cannot receive in subsequent years the partial exemption
for that value added (O.A.G. 82-1-17). However, if a taxpayer has received prior approval in accor-
dancewith lowa Code section 427B.4 and subrule 80.6(2), the application is to be filed by not later than
February 1 ofhe year for which the total value added is first assessed as the approved completed proj-
ect.

b. Inthe event that February 1 falls on either a Saturday or Sunday, applications for the industrial
property tax exemption may be filed the following Monday.

c. Applications submitted by mail shall be accepted if postmarked on or before February 1, or in
the event that February 1 falls on either a Saturday or Sunday, a postmark date of the following Monday
shall be accepted.

80.6(7) Change iruse of poperty. If property ceases to be used as qualifying property, no partial
exemptionshall be allowed as of January 1 of the year following the calendar year in which the change
in use takes place or for subsequent years. If property under construction ceases to be constructed for
use as qualifying property, no partial exemption shall be allowed as of January 1 of the year following
the calendar year in which this cessation occurs. However, such a change in the use of the property
doesnot afect the validity of any partial exemption received for the property while it was used or under
construction as qualifying property.

This rule is intended to implement lowa Code sections 427B.1 to 427B.7.
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701—80.7(427B) Assessment of computers and industrial machinery and equipment.

80.7(1) Computers and industrial machinery and equipment are to be assessed at 30 percent of th
property’s net acquisition cost through the 1998 assessment ygarceft of the net acquisition cost
in the 1999 assessment year, 14 percent of the net acquisition cost in the 2000 assessment year, an
percent of the net acquisition cost in the 2001 assessment year. The property will be exempt from ta;
beginning with the 2002 assessment year.

Computersand industrial machinery and equipment acquired after December 31, 1993, and not pre-
viously assessed in lowa, are exempt from tax.

Computers and industrial machinery and equipment assessed pursuant to lowa Code sectio
427B.17 are not eligible to receive the partial property tax exemption under lowa Code sections
427B.1 to 427B.7.

80.7(2) Computers assessed under lowa Code section 4274:1@re limited to the percent of
the computer’s net acquisition cost as provided in lowa Code section 427B.17 regardless of the classi
fication of the real estate in which the computer is located.

80.7(3) For computers and industrial machinery and equipment, the net acquisition cost shall be
the acquired cost of the property.

80.7(4) Computation ofaxpayer’s value. Assume a machine is acquired at a net acquisition cost of
$10,000. Assume also that the actual depreciated value of the machine is $9,000. The value on whick
taxes would be levied would be limited to $3,000 ($10908D). This percent will change over the
course of the phaseout of the tax.

80.7(5) If all or a portion of the value of property assessed pursuant to lowa Code section 427B.17
is eligible to receive an exemption from taxation, the amount of value to be exempt shall be subtractec
from the net acquisition cost of the property before the taxpayer’s value prescribed in lowa Code sec-
tion 427B.17 is determined. For example, if property has a net acquisition cost of $30,000 and is eligi-
ble to receive a pollution exemption for $15,000 of value, the taxable net acquisition cost would be
$15,000 and the taxpayer’s value would be $4,500 ($1%080). This percent will change over the
course of the phaseout of the tax.

80.7(6) In the event the actual depreciated fair market value of property assessed pursuant to lowe
Codesection 427B.17 is less than the valuation determined as a percent of the net acquisition cost of th
property as provided in lowa Code section 427B.17, the taxpayer’s assessed value would be equal t
the actual depreciated fair market value of the property.

80.7(7) Property ineligible for phaseout and exemption. Computers and industrial machinery and
equipment, the taxes on which are used to fund a new jobs training project approved on or before
June 30, 1995, do not qualify for the exemption provided in lowa Code section 427B.17(2) nor the
phaseout contained in lowa Code section 427B.17(3) until the assessment year following the calenda
year inwhich the funding obligations have been retired, refinanced, or refunded. At that time, the prop-
erty will be subject to phaseout if acquired prior to January 1, 1994, or exempt from tax if acquired after
December 31, 1993, and not previously assessed in lowa. See subrule 80.7(1). The community col
lege must notify the assessor by February 15 of each assessment year if the community college will b
using a taxpayer’s machinery and equipment taxes to finance a project that wegryédar in which
the community college does rely on a taxpayer’s machinery and equipment taxes for funding, the
phaseout and exemption will not apply to that taxpayer that year.

80.7(8) County replacement.

a. For fiscal years beginning July 1, 1996, and ending June 30, 2001, the county replacement
amountshall be equal to the fiirence between the assessed value of computers and industrial machin-
ery and equipment as of January 1 of the previous calendar year and the assessed value of such prope
as of January 1, 1994, multiplied by the tax levy rate for that fiscal year. If there is an increase in valua-
tion (the January 1, 1994, value is less), there will be no replacement for that fiscal year.
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b. For fiscal years beginning July 1, 2001, and ending June 30, 2004, the county replacement
amountshall be equal to the firence between the assessed value of computers and industrial machin-
ery and equipment as of January 1 of the previous calendar year and the assessed value of such property
as of January 1, 1994, less, if any, the increase in the assessed value of commercial and industrial prop-
erty as oflanuary 1 of the previous calendar year and the assessed value of such property as of January
1, 1994, multiplied by the tax levy rate for that fiscal year. If the calculation results in a negative
amount, there will be no replacement for that fiscal year.

c. The replacement amounts shall be determined for each taxing district and a replacement claim
summarizing the total amounts for the county prepared and submitted by the county auditor to the de-
partment ofevenue by September 1 of each year. The department shall pay the replacement amount to
the county treasurer in September and March of each year.

d. No replacement is allowable if a community college elects not to fund a new jobs training proj-
ect with a tax on computers and industrial machinery and equipment.

Thisrule is intended to implement lowa Code chapter 427B as amended by 2003 lowa Acts, Senate
File 453.

701—80.8(404) Urban revitalization partial exemption.

80.8(1) Area designatedAn area containing only one building or structure cannot be designated
as an urban revitalization area (1980 O.A.G. 786).

80.8(2) Prior approval. To obtain prior approval for a project, a property owner’s proposal must be
approved by a specific resolution addressing the proposal and passed by the city council or county
board of supervisors. The original ordinance providing for the urban revitalization area does not
constitute the granting of prior approval for any particular project. Also, prior approval for a project
can only be granted by resolution of the city council or county board of supervisors; an official or repre-
sentative of a city or county does not have the independent authority tpripaapproval for a proj-
ect.

80.8(3) Eligibility for exemption.Improvements made as a result of a project begun more than one
yearprior to a city’s or county’s adoption of an urban revitalization ordinance are not eligible to receive
the partial exemption even though some of the improvements are added during the time the area was
designated as amban revitalization area. For a project commenced within one year prior to the adop-
tion of an urban revitalization ordinance, the partial exemption can be allowed only for those improve-
ments constructed on or after the effective date of the ordinance. (1982 O.A.G. 358)

80.8(4) Minimum value addedOnce the minimum value added required by lowa Code section
404.3(7)has been assessed, any amount of additional value added to the property in subsequent years is
eligible for the partial exemption. The value added subject to partial exemption for the first year for
which an exemption is claimed and allowed shall include value added to the property for a previous
year even if the value added in the previous year was not by itself sufficient to qualify for the partial
exemption.

For example, assume that an urban revitalization project is begun on commercial property having
an actual value of $50,000 as of January 1, 1984. As a result of improvements made during 1984, the
actual value of the property as of January 1, 1985, is determined to be $55,000. Additional improve-
ments made during 1985 increase the actual value of the property to $70,000 for the 1986 assessment.
In this example, no partial exemption can be allowed for 1985 since the value added for that year is less
than 15percent of the actual value of the property prior to construction of the improvements. A partial
exemptioncan be allowed for 1986 and subsequent years for the $20,000 value added in both 1985 and
1986, providing a valid application for the partial exemption is filed between January 1, 1986, and Feb-
ruary 1, 1986, inclusive.



IAC 11/13/02 Revenue[701] Ch 80, p.13

80.8(5) Application for partial exemption.

a. Prior approval. If a taxpayer has secured a prior approval resolution from the city council or
the county board of supervisors, the partial exemption cannot be obtained until the year in which all
valueadded for the project is first assessed. A partial exemption can be allowed only if an application is
filed between January 1 and February 1, inclusive, of the year in which all value added for the project is
first assessed. If an application is not filed during that period, no partial exemption can be allowed for
thatyear or any subsequent year. The submission to the city council or the county board of supervisor:
of a proposal to receive prior approval does not by itself constitute an application for the partial exemp-
tion.

For example, assume a city council or county board of supervisors approves a prior approval resolu
tion in April 1984 for a revitalization project to be completed in September 1986. Assuming all
construction orthe project is completed in 1986, no partial exemption can be allowed until 1987 since
that would be the year in which all value added for the project is first assessed. To receive the partia
exemption, a valid application would have to be filed between January 1, 1987, and February 1, 1987
inclusive.

b. No prior approval.If a project has not received a prior approval resolution, a taxpayer has the
option of receiving the partial exemption beginning with any year in which value is added to the prop-
erty or waiting until all value added to the property is first assessed in its entirety. To secure a partial
exemption prior to the completion of the project, an application must be filed between January 1 and
February 1, inclusive, in each year for which the exemption is claimed.

For example, assume a revitalization project is begun in June 1984 and completed in Septembe
1985,that no prior approval resolution for the project has been approved, and that a ten-year exemptior
period has been selected. Assume further that as a result of construction on the/atgdstadded
for the assessment years 1985 and 1986. If an application is filed between January 1, 1985, and Febr
ary 1, 1985, inclusive, a partial exemption could be allowed for the value added for 1985 beginning
with the 1985 assessment and ending with the 1994 assessment. If an application is filed between Jan
ary 1, 1986, and February 1, 1986, inclusive, a partial exemption could be allowed for the value addec
for 1986 beginning with the 1986 assessment and ending with the 1995 assessment. The partial e
emption allowable for the years 1986 through 1995 would be against the value added for 1986 as :
result of improvements made during calendar year 1985.

In the example above, the taxpayer may elect not to file an application for the partial exemption in
1985. In this situation, if an application is filed between January 1, 1986, and February 1, 1986, inclu-
sive, apartial exemption could be allowed for the total value added for 1985 and 1986 and would apply
to assessments for the years 1986 through 1995.

c. Filing deadline.If February 1 falls on a Saturday or Sunday, an application for the partial ex-
emption may be filed the following Monday. Applications submitted by mail must be postmarked on
or before February 1, or on or before the following Monday if February 1 falls on a Saturday or Sunday.

d. Extended filing deadlineThe exemption is allowable for the total number of years in the ex-
emption schedule if a claim for exemption is filed within two years of the original February 1 filing
deadline. The city council or county board of supervisors may by resolution provide that an applica-
tion for the partial exemption can be filed by February 1 of any assessment year the area is designated
an urban revitalization area. The exemption shall be allowed for the same number of years remaining
in the exemption schedule selected as would have been remaining had the claim for exemption bee
timely filed.

80.8(6) Value exemptThe partial exemption allowed for a year in which an application is filed
shall apply to the value added and first assessed for that year and any value added to the project ar
assessed for a preceding year or years and for which a partial exemption had not been received.
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80.8(7) MinimumassessmeniThe partial exemption shall apply only to the value added in excess
of the actual value of the property as of the year immediately preceding the year in which value added
was first assessed. If the actual value of the property is reduced for any year during the period in which
the partial exemption applies, any reduction in value resulting from the partial exemption shall not re-
ducethe assessment of the property below its actual value as of January 1 of the assessment year imme-
diately preceding the year in which value added was first assessed. This subrule applies regardless of
whether the reduction in actual value is made by the assessor, the board of review, a court order, or an
equalization order of the director of revenue.

80.8(8) Valueadded. As used in this rule, the term “value added” means the amount of increase in
the actual value of real estate directly attributable to improvements made as part of a revitalization proj-
ect. “Value added” does not include any increaseinal (market) value attributable to that portion of
the real estate assessed prior to the year in which revitalization improvements are first assessed. The
salesprice of the property rather than the assessed value of the property may be used in determining the
percentage increase required to qualify for exemption if the improvements were begun within one year
of the date the property was purchased.

80.8(9) Repeal of ordinanceAn urban revitalization project which has received proper prior ap-
proval shall be eligible to receive the partial exemption following completion of the project even if the
city council or county board of supervisors subsequently repeals the urban revitalization ordinance be-
fore improvements in the project are first assessed (1980 O.A.G. 639).

This rule is intended to implement lowa Code chapter 404 as amended by 2002 lowa Acts, House
File 2622.

701—80.9(427C,441) Forest and fruit-tree reservations.

80.9(1) Determination of eligibility for exemptiorProperty for which an application for exemp-
tion as a forest or fruit-tree reservation has been filed shall be inspected by the assessorareounty
servation board. The county board of supervisors desighates whether all inspections in the county are
to be made by the assessor, including any city assessor, or by the county conservation board. When
appropriate, aerial photographs may be used in place of an on-site inspection of the propeaty.
sessment aexemption of the property is to be based upon criteria established by the state conservation
commission and findings obtained by the inspection of the property or the examination of aerial
photographs of the property.

80.9(2) Application for exemptian

a. An application for exemption must be filed with the appropriate assessor between January 1
and February 1, inclusive, of the assessment year for which the exemption is first claimed. If the in-
spection of the property is to be made by the county conservation board, the assessor shall forward the
application to the board for its recommendation. Once the application has been accepted, the exemp-
tion is applicable to the current and subsequent assessment years and no further application shall be
required so long as the property remains eligible for the exemption.

b. If February 1 falls on a Saturday or Sunday, an application for exemption may be filed the fol-
lowing Monday.

c. An application shall be considered to be timely filed if postmarked on or before February 1 or
the following Monday if February 1 falls on a Saturday or Sunday.
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80.9(3) Notification to property owneif the property is to be inspected by the county conserva-
tion board, the board shall make every effort to submit its recommendation to the assesScieint suf
time for the assessor to notify the claimant by April 15. The assessor shall notify the claimant by April
15 of the disposition of the application for exemption. If because of the date on which an application is
filed a determination of eligibility for the exemption cannot be made in sufficient time for notification
to be made by April 15, the assessor shall assess the property and notify the property owner of the ir
ability toact on the application. The natification shall contain the actual value and classification of the
property and a statement of the claimant’s right of appeal to the local board of review.

80.9(4) Appeal of eligibility determinationlf a property for which a claim for exemption as a for-
est or fruit-tree reservation is assessed for taxation, the property owner may appeal the assessment
the board of review under lowa Code section 441.37.

80.9(5) Valuation of propertyFor each assessment year for which property is exempt as a forest or
fruit-tree reservation, the assessor shall determine the actual value and classification that would appl
to the property were it assessed for taxation that year. In any year for which the actual value or classifi
cation of property so determined is changed, the assessor shall notify the property owner pursuant t
lowa Code sections 441.23, 441.26 and 441.28.

80.9(6) Recapture tax.

a. Assessment of propertfthe county conservation board or the assessor determines a property
has ceased to meet the eligibility criteria established by the state conservation commission, the propel
ty shall be assessed for taxation and subject to the recapture tax. The property shall be subject to tax
leviedagainst the assessment made as of January 1 of the calendar year in which the property ceased
qualify for exemption. In addition, the property shall be subject to the tax which would have been lev-
ied against the assessment made as of January 1 of each of the five preceding calendar years for whi
the property received an exemption.

b. Assessment procedurd.the determination that a property has ceased to be eligible for ex-
emption ismade by the assessor by April 15, the assessor shall notify the property owner of the assess
ment as of January 1 of the year in which the determination is made in accordance with lowa Code
sections 441.23, 441.26, and 441.28. The assessment of the property for any of the five precedin
years and for the current year, if timely notice by April 15 cannot be given, shall be by means of an
omitted assessment as provided in lowa Code section 4&8i@y(v. Brown]146 lowa 360, 125 N.W.
243(1910)). Appeal of the omitted assessment may be taken pursuant to lowa Code sections 443.7 an(
443.8.

c. Computation dfax. The county auditor shall compute the tax liability for each year for which
an assessment has been made pursuant to subrule 80.9(6), pakagraptme tax liability shall be the
amount of tax that would have been levied against each year’s assessment had the property not r
ceived the exemption. In computing the tax, the valuations established by the assessor shall be a
justed to reflect any equalization order or assessment limitation percentage applicable to each year’
assessment.

d. Entry ontax list. The tax liability levied against assessments made as of January 1 of any year
preceding the calendar year in which the property ceased to qualify for exemption shall be entered ot
the tax list for taxes levied against all assessments made as of January 1 of the year immediately prece
ing the calendar year in which the property ceased to qualify for exemption. However, if those taxes
havealready been certified to the county treasurer, the recapture taxes shall be entered on the tax list fc
taxes levied against assessments made as of January 1 of the year in which the property ceased to qui:
fy for exemption. The tax against the assessment made as of January 1 of the year in which the proper
ceased to qualify for exemption shall be levied at the time taxes are levied against all assessments ma
as of that date.
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e. DelinquenciesRecapture taxes shall not become delinquent until the time when all other un-
paid taxes entered on the same tax list become delinquent.

f.  Exceptions to recapture tax.

(1) Fruit-treereservations. Property which has received an exemption as a fruit-tree reservation is
not subject to the recapture tax if the property is maintained as a fruit-tree reservation for at least five
full calendar years following the last calendar year for which the property was exempt as a fruit-tree
reservation.

(2) Propertywhich has been owned by the same person or the person’s direct descendants or ante-
cedents for at least ten years prior to the time the property ceases to qualify for exemption shall not be
subject to the recapture tax.

(3) Property described in subparagraphs 80:8(6)) and 80.9(6¥" (2) is subject to assessment
as of January 1 of the calendar year in which the property ceases to qualify for exemption.

Thisrule is intended to implement lowa Code chapter 427C as amended by 2001 lowa Acts, House
File 736, and lowa Code section 441.22.

701—80.10(427B) Underground storage tanks.
80.10(1) Authority of city councils and county boards of supervisdkscity council or county
board of supervisors may provide by ordinance to grant property tax credits to small business owners
for payment of underground storage tank cleanup costs. The ordinance is to designate the period of
time over which the credit is to be granted (not to exceed ten years) and the percentage of credit to be
grantedeach year. If the ordinance is repealed, existing credits are to continue through their designated
expiration date. A small business means a business with gross receipts of less than $500,000 per year.
80.10(2) Application for credit. The small business owner is required to file an application for
credit with the respective city council or county board of supervisors by September 30 of the year fol-
lowing the calendar year in which cleanup costs were paid and each succeeding year the credit is appli-
cable. The application for credit shall be prescribed by the director of revenue and shall contain, but not
be limited to, the small business owner’s cleanup costs and gross receipts for the most recent tax year.
80.10(3) Allowance of adit. Credits granted by a county board of supervisors are applicable only
to property located outside the corporate limits of a city and credits granted by a city council are only
applicable to property located within the corporate limits of the city. The amount of the credit granted
cannot exceed the small business owrgdeanup costs nor the amount of city or county taxes paid on
the property where the underground storage tank is located for any fiscal year the credit is applicable.
Upon approval of the application for credit, the city council or county board of supervisors shall direct
its city clerk or county treasurer to reimburse the small business owner in the amount of the designated
credit.
This rule is intended to implement lowa Code sections 427B.20 to 427B.22.

701—80.11(425A) Family farm tax credit.

80.11(1) Eligibility for credit. Generally, the family farm tax credit is only intended to benefit
tracts ofagricultural land that are owned by certain individuals or enumerated legal entities if the own-
er or other specified persons are actively engaged in farming.

a. Inorder for a tract of land to qualify for the family farm tax credit, the following three criteria
must be satisfied:
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(1) The tract of land must be an “eligible tract of agricultural land” as defined in lowa Code sub-
sectiond25A.2(5). This means the tract must be ten acres or more or contiguous to a tract of more thar
ten acres and used in good faith for agricultural or horticultural purposes. More than half of the acres in
the tract must be devoted to the production of crops or livestock by a designated person. Contiguou
tracts under the same legal ownership and located within the same county are considered one trac
Only tracts of land that are classified as agricultural real estate qualify for the credit.

(2) The tract of land must be owned by:

1. Anindividual or persons related or formerly related to each other, or

2. A partnership where all the partners are related or formerly related to each other, or

3. A family farm corporation as defined in lowa Code subsection 9H.1(8), or

4. An authorized farm corporation as defined in lowa Code subsection 9H.1(3).

The ownership criteria must be met on June 30 of the fiscal year prior to the fiscal year in which the
application for credit is filed. For example, the ownership criteria must be met on June 30, 1990, for
applications for credit filed in 1990.

(3) A designated person must be “actively engaged in farming” the tract during the fiscal year
prior tothe fiscal year in which the application for credit is filed. If the tract is owned by an individual
or related persons, the designated person who is actively engaged in farming must be an owner of th
tract, the owner’s spouse, or the owner’s relative within the third degree of consanguinity or their
spouses.This includes the owner’s childtepchild, grandchild, great-grandchild, parent, grandparent,
great-grandparent, brothsister, uncle, aunt, niece, or nephew or their spouses. The only step relative
that may qualify as a designated person is a stepchild. If the owner of the tract is a partnership, the
designated person who is actively engaged in farming must be a partner or a partner’s spouse. If th
owner ofthe tract of land is a family farm corporation, the designated person who is actively engaged in
farming must be a family member who is a shareholder of the family farm corporation or the sharehold-
er's spouse. If the owner of the tract of land is an authorized farm corporation, the designated persot
who is actively engaged in farming must be the shareholder who owns at least 51 percent of the stock c
the authorized farm corporation or that shareholder’s spouse.

If the owner is an individual who leases the land to a family farm corporation or partnership, a share-
holder of the corporation or a partner of the partnership shall be considered a designated person if th
combinedstock of the family farm corporation or the combined partnership interest owned by the own-
er, the owner’s spouse and persons related to the owner within the third degree of consanguinity an
theirspouses is equal to at least 51 percent of the stock of the family farm corporation or the ownershiy
interest in the partnership.

b. In order to be “actively engaged in farming” the designated person must be personally in-
volved in the production of crops or livestock on the “eligible tract” on a regular, continuous and sub-
stantial basis. Personal involvement in the production of crops or livestock includes not only field ac-
tivities such as soil preparation and testing, planting, fertilizing, spraying, inspecting, cultivating and
harvesting but also managerial decision-making activities relating to hybrid selection, crop rotation
planning, crop selection, equipment purchases and marketing strategies. Personal involvement in th
production of crops or livestock also includes activities pertaining to crop insurance selection, loan
selection, and financial record maintenance and preparation. A person performing activities in the ca:
pacity of alessor, whether under a cash or crop-share lease and whether under a written or oral lease,
not actively engaged in farming on the area of the tract covered by the lease.
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c. Tractssubject to a federal program pertaining to agricultural land. In lieu of satisfying the “ac-
tively engaged in farming” test, a designated person may demonstrate that the person was in general
control of the tract which was subject to a federal program pertaining to agricultural land during the
prior fiscal year. This alternative test is intended to apply in circumstances where the active farming
criteriacannot be met because the land is in the Conservation Reserve Program (commonly referred to
as the CRP) or a program substantially similar to the 0/92 option where the tract has been taken out of
production.

d. The following examples illustrate family farm tax credit eligibility under various circum-
stances:

ExampPLE 1. A and B jointly own land and were both personally involved in the farming operation.
They are not related. No credit is allowable because it is a requirement that individual owners be re-
lated. If A and B were brothers, the land would qualify for the credit.

ExampPLE 2. A owns the land and is retired. A leased the land to B, his son. B was personally in-
volved in the farming operation. The land is eligible for the credit even though a lease arrangement
existed because the actively engaged in farming requirement can be satisfied through the activities of
the owner’s spouse, or the owner’s relative within the third degree of consanguinity or the relative’s
spouse.See paragrapta,” subparagraph (3), of this subrule. No credit would be allowable if A and B
were not related.

ExampLE 3. A owns two contiguous 40-acre tracts. A farmed all of one tract but only 15 acres of the
other tract. The other 25 acres of the second tract were leased to a nondesignated person. Both tracts
qualify for the credit because contiguous tracts under the same legal ownership are considered one tract
and more than half of the total of 80 acres {416 = 55) were farmed by A.

ExampLE 4. The land is owned by a partnership in which the partners A, B, C and D are brothers. A
and B farm the land but C and D have no involvement in the farming operation. The land is eligible for
the credit because it makes no difference what level of involvement each partner had nor does it matter
that one or more of the partners were not personally involved in the farming operation. The only re-
quirementfor qualifying for the credit is that at least one of the partners or one of the partners’ spouses
was personally involved in the farming operation. No credit would be allowable if all the partners were
not related to each other.

ExampLE 5. The land is owned by a family farm corporation in which the stock is owned equally by
A, B and C. A and B are brothers but not related to C. All three partners were personally involved in the
farmingoperation. The land qualifies for the credit because it is only a requirement that a family mem-
ber who is a shareholder in the family farm corporation be involved in the farming operation. The land
would qualify for the credit even if B was not involved in the farming operation. However, no credit
would be allowable if only C was involved in the farming operation.

ExampLE 6. The land is owned by an authorized farm corporation in which 60 percent of the stock is
owned by Aand 40 percent of the stock is owned by B. Both A and B were personally involved in the
farming operation. The credit is allowable as long as the stockholder who owns at least 51 percent of
the stock was personally involved in the farming operation. No credit would be allowable if A was not
personally involved in the farming operation.

80.11(2) Application for credit. To obtain the credit, the owner must file an application for credit
with the assessor by November 1. If the claim for credit is approved, no further filing shall be required
providedthe ownership and the designated person actively engaged in farming the property remain the
same during successive years. A new application for credit shall be required only if the property is sold
or the designated person changes. The county board of supervisors shall review all claims and make a
determination as to eligibility. The claimant may appeal a decision of the board to district court by
giving written notice to the board within 20 days of the board’s notice.



IAC 1/18/06 Revenue[701] Ch 80, p.19

80.11(3) Application of credit. The county auditor shall certify to the department of revenue by
April 1 the total amount of family farm tax credits due the county. The county auditor shall apply the
credit toeach eligible tract of land in an amount equal to the school district tax rate which is in excess of
$5.40 multiplied by the taxable value of the eligible tract.

80.11(4) Penalty. The owner shall provide written notice to the assessor if the designated person
changes. Failure to do so shall result in the owner’s being liable for the amount of the credit plus a
penalty equal to 5 percent of the amount of the credit granted.

Thisrule is intended to implement lowa Code chapter 425A as amended by 2001 lowa Acts, House
Files 712 and 713.

701—80.12(427) Methane gas conversion property.

80.12(1) Application for exemptionAn application for exemption is required to be filed with the
appropriate assessing authority by February 1 of eachTeamlssessed value of the property is to be
prorated taeflect the appropriate amount of exemption if the property used to convert the methane gas
to energy also uses another fuel. The first year exemption shall be equal to the estimated ratio that th
methane gas consumed bears to the total fuel consumed times the assessed value of the property. T
exemption for subsequent years shall be based on the actual ratio for the previous year.

80.12(2) Eligibility for exemption.To qualify for exemption, the property must be used in connec-
tion with a publicly owned sanitary landfill to collect methane gas or other gases produced as a byprod-
uct of waste decomposition and convert the gas to energy or to collect waste that will be used to produc
methanegas or other gases for conversion into energy. The property used to decompose the waste ar
convert the waste to gas is not eligible for the exemption.

This rule is intended to implement lowa Code section 427.1(29) as amended by 2001 lowa Acts,
Senate File 520.

701—80.13(427B) Wind energy conversion property.

80.13(1) Propertythat does not qualify for the wind energy production taxlitr A city council or
countyboard of supervisors may provide by ordinance for the special valuation of wind energy conver-
sion property. Ithe ordinance is repealed, the special valuation applies through the nineteenth assess
ment year following the first year the property was assessed. The special valuation applies to propert
first assessed on or after the effective date of the ordinance. The local assessor shall value the propel
in accordance with the schedule provided in lowa Code section 427B.26(2). Public utility property
qualifies for special valuation provided the taxpayer files a declaration of intent with the local assessor
by February 1 of the assessment year the property is first assessed for tax to have the property local
assessed.

80.13(2) Property that qualifies for the wind energy production tax cretifie wind energy pro-
ductiontax credit applies to electrical production facilities placed in service on or after July 1, 2005, but
prior to July 12008. These facilities are to be assessed by the department of revenue for a period of 1-
years, and the taxes payable on the facilities are to be paid to the department at the same time as regt
property taxes. The owner of the facility shall file an annual report with the department by May 1 of
each year during the 12-year assessment period, and the department shall certify the assessed value
the facility by November 1 of each year to the county auditor. The board of supervisors shall notify the
county treasurer to state on the tax statement that the property taxes graidadéhe department of
revenue.The board shall also notify the department of those facilities that are required to pay the prop-
erty taxes to the department. The department of revenue shall notify the county treasurer of the date th
taxes were paid within five business days of receipt, and the notification shall authorize the county
treasurer to mark the record as paid in the county system.

This rule is intended to implement lowa Code section 427B.26 and Supplement chapter 476B.
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701—80.14(427) Mobile home park storm shelter.

80.14(1) Application for exemptionAn application for exemption must be filed with the assessing
authority by February 1 of the first year the exemption is requested. Applications for exemption are not
required in subsequent years if the property remains eligible for exemption.

80.14(2) Eligibility for exemption. The structure must be located in a mobile home park as defined
in lowa Code section 435.1.

80.14(3) Valuation exemptedlf the structure is used exclusively as a storm shelter, it shall be fully
exempt from taxation. If the structure is not used exclusively as a storm shelter, the exemption shall be
limited to 50 percent of the structure’s commercial valuation.

This rule is intended to implement lowa Code Supplement section 427.1(30).

701—80.15(427) Barn and one-room schoolhouse preservatiofhe increase in value added to a
farm structure constructed prior to 1937 or one-room schoolhouse as a result of improvements made is
exempt from tax. An application must be filed with the assessor by February 1 of the first assessment
year only and the exemption is to continue as long as the structure continues to be used as a barn or in
the case of a one-room schoolhouse is not used for dwelling purposes. A “barn” is an agricultural struc-
turethat is used for the storage of farm products or feed or the housing of farm animals, poultry, or farm
equipment.

This rule is intended to implement lowa Code sections 427.1(31) and 427.1(32) as amended by
2000 lowa Acts, House File 2560.

701—80.16(426) Agricultural land tax credit.

80.16(1) Eligibility for credit. The credit shall be allowed on land in tracts of ten acres or more, or
land ofless than ten acres if part of other land of more than ten acres, and used for agricultural or horti-
cultural purposes.

80.16(2) Application for credit. No application for credit is required.

80.16(3) Application of credit. The county auditor shall certify to the department of revenue by
April 1 the total amount of agricultural land tax credits due the county. The county auditor shall apply
the credit to each eligible tract of land in an amount equal to the school district tax rate which is in ex-
cess of $5.40 multiplied by the taxable value of the eligible tract.

This rule is intended to implement lowa Code chapter 426 as amended by 2001 lowa Acts, House
File 713.

701—80.17(427) Indian housing propertyProperty owned and operated by an Indian housing au-
thority, as defined in 24 CFR 950.102, is exempt from taxation provided the exemption has been ap-
proved by the city council or county board of supervisors, whichever is applicable, and a valid claim
for exemption has been filed pursuant to lowa Code section 427.1(14) by February 1.

Thisrule is intended to implement lowa Code section 427.1 as amended by 2001 lowa Acts, Senate
File 449.

701—80.18(427) Property used in value-added agricultural product operation$ixtures used

for cooking, refrigeration, or freezing of value-added agricultural products used in value-added agri-
cultural processing or used in direct support of value-added agricultural processing are exempt from
tax. Direct support includes storage by public refrigerated warehouses for processors of value-added
agricultural products prior to the start of the value-added agricultural processing operation. The ex-
emption does not apply to fixtures used primarily for retail sale or displ#hye taxpayer is a retailer,

there is a presumption that the fixtures are being used primarily for retail sale or display. The exemp-
tion applies only to fixtures that are attached in a manner set forth in lowa Code section 427A.1(2).
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The following definitions apply to this rule:

“Fixture” means property which was originally personal property but which by being physically
attached to the realty becomes part of the realty and upon removal does not destroy the property t
which it is attached.

“Value-addedagricultural processing’means an operation whereby an agricultural product is sub-
jected to some special treatment by artificial or natural means which changes its form, context, or con
dition, and results in a marketable agricultural product to be sold at retail. These operations are com
monly associated with fabricating, compounding, germinating, or manufacturing.

“Value-addedagricultural product” means an agricultural product which, through a series of activ-
ities or processes, may be sold at a higher price than its original purchase price.

This rule is intended to implement lowa Code section 427A.1 as amended by 2001 lowa Acts,
House File 715.

701—80.19(427) Dwelling unit property within certain cities.Dwelling unit property owned and
managed by a nonprofit community housing development organization that owns and manages mort
than150 dwelling units in a city with a population of more than 110,000 is exempt from tax. The orga-
nization must be recognized by the state and the federal government pursuant to criteria contained i
the HOME program of the federal National Affordable Housing Act of 1990 and must be exempt from
federal income tax under Section 501(c)(3) of the Internal Revenue Code. The exemption does no
extend to dwelling units located outside the citile oganization must file an application for exemp-
tion with the assessing authority not later than February 1 of the assessment year. Applications fo
exemption are not required in successive years if the property continues to qualify for the exemption.
Thisrule is intended to implement lowa Code Supplement section 427.1(21A) as amended by 2006
lowa Acts, House File 2792.

701—80.20(427) Nursing facilitiesIf the assessor determines that property is being used for a chari-
table purpose pursuant to lowa Code section 427.1(8), it shall be fully exempt from tax if it is licensed
under lowa Code section 135C.1(13) by the department of inspections and appeals, exempt from fec
eral income tax under Section 501(c)(3) of the Internal Revenue Code, and a valid application for ex-
emption has been filed with the assessor by February 1 of the assessment year.

This rule is intended to implement lowa Code Supplement section 427.1(14).

701—80.21(368)Annexation of property by a city. A city council may provide a partial tax exemp-
tion from city taxes against annexed property for a period of ten years. The exemption schedule is
contained in lowa Code Supplement section 368.11(3) All property owners included in the an-
nexed area must receive the exemption if the city elects to allow the exemption.

This rule is intended to implement lowa Code Supplement section 368m’1(a8s amended by
2006 lowa Acts, House File 2794.

701—80.22(427) Port authority. The property of a port authority created pursuant to lowa Code
Supplemensection 28J.2 when devoted to public use and not held for pecuniary profit is exempt from
taxation.

This rule is intended to implement lowa Code Supplement section 427.1(34).



Ch 80, p.22 Revenue[701] IAC 10/25/06

701—80.23(427A) Concrete batch plants and hot mix asphalt facilitieg\ concrete batch plant
includes the machinery, equipment, and fixtures used at a concrete mixing facility to process cement
dry additive and other raw materials into concrete. A hot mix asphalt facility is any facility used to
manufacture hot mix asphalt by heating and drying aggregate and mixing it with asphalt cements.
Thesefacilities shall not be assessed and taxed as real property regardless of the property’s attachment
to real estate. The land on which the facilities are located is taxable.

Thisrule is intended to implement lowa Code section 427A.1 as amended by 2006 lowa Acts, Sen-
ate File 2391.

701—80.24(427)Airport pr operty. Property owned by a city or county at an airport and leased to a
fixed base operator providing aeronautical services to the public is exempt from taxation.

This rule is intended to implement lowa Code section 427.1(2) as amended by 2006 lowa Acts,
House File 2794.

701—80.25(427A) Car wash equipmentProperty that is equipment used for the washing, waxing,
drying, or vacuuming of motor vehicles and point-of-sale equipment necessary for the purchase of car
wash services shall not be assessed and taxed as real property.
This rule is intended to implement lowa Code section 427A.1 as amended by 2006 lowa Acts,
House File 2794.
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